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SUBJECT: IMPACT OE PETROLEUM SHORTAGE IN KENYA 

1. SUMMARY. KENYA HAS BEGUN THIS MONTH TO FEEL ENERGY 
SUPPLY PINCH BROUGHT ON BY REDUCTION OF ARAB OIL PRODUC- 
TION. MID-NOVEMBER SAW 9 PERCENT RISE IN MOTOR GASOLINE 
PRICES AND CORRESPONDING INCREASES IN OTHER PRODUCT 
PRICES, AND ACCORDING OIL INDUSTRY SOURCES OTHER MEASURES 
LIE AHEAD. POSSIBILITIES INCLUDE WEEKEND GAS STATION 
CLOSURES, SUNDAY DRIVING BAN AND COORDINATED PUBLICITY 
CAMPAIGN TO REDUCE CONSUMPTION PETROLEUM PRODUCTS. SUPPLY 
OF LUBRICATING OILS COULD BECOME ESPECIALLY TIGHT. OIL 
COMPANIES ANTICIPATE DECREASES RANGING EROM 15 TO MORE 
THAN 30 PERCENT IN RECEIPTS OE CRUDE OIL AND BASE STOCKS 

AT MOMBASA OVER NEXT MONTH OR TWO COMPARED WITH PRE-OCTOBER 
PROJECTIONS. END SUMMARY. 

2. KENYA ENTERED NOVEMBER WITH ABOUT SIX WEEKS' SUPPLY 
OF PETROLEUM PRODUCTS ON HAND, INCLUDING THREE WEEKS' 

SUPPLY OE CRUDE OIL AT MOMBASA. BASE STOCKS FOR LUBRI- 
CANTS AND SOLVENTS WERE SOMEWHAT LESS. SOURCES IN MAJOR 
OIL IMPORTING AND DISTRIBUTING EIRMS SUCH AS ESSO, CALTEX, 

AND MOBIL ARE CONVINCED THAT SUSTANTIAL SHORTAGES WILL 
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DEVELOP IF ARAB STATES CONTINUE TO TIGHTEN THEIR OIL 
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PRODUCTION LIMITATIONS. ALREADY, AIRLINES HAVE THEIR 
AVIATION EUEL PURCHASES LIMITED TO CONSUMPTION OP CORRES- 
PONDING 1973 QUARTER, AND BUNKER EUEL AT MOMBASA IS PRO- 
VIDED ONLY ON CASE-BY-CASE APPROVAL OP SUPPLYING COMPANY 
HEADQUARTERS RATHER THAN ON "CAPTAIN'S REQUEST" AS WAS 
POLICY PREVIOUSLY. 

3. ON NOMVEMBER 2, OIL COMPANIES RETAILING IN KENYA PRE- 
SENTED TO MINFINANCE REQUEST POR URGENT APPROVAL OP PRO- 
DUCT PRICE INCREASES FOR MOTOR GASOLINE, KEROSENE, GAS OIL, 
HEAVY DIESEL EUEL AND EUEL OIL. IMMEDIATE BASIS POR 
REQUEST BY COMPANIES WAS NEED TO COVER OCTOBER 16 CRUDE OIL 
PRICE INCREASES BY PRODUCING COUNTRIES WHICH TOGETHER WITH 
ADDITIONAL FREIGHT CHARGES HAD RAISED BY ABOUT ONE-THIRD 
THE AVERAGE COST OP LANDED CRUDE AT MOMBASA. COMPANIES 

AT LEAST PRIVATELY, WERE TAKING LINE THAT IP THEIR INTERNAL 
PROPIT MARGINS WERE SQUEEZED FURTHER BY GOK, THEIR PRIN- 
CIPALS WOULD CUT TO THE BONE ALLOCATIONS OP CRUDE OIL TO 
MOMBASA. 

4. GOK ACCEDED RATHER QUICKLY TO COMPANIES' CON- 
CERTED REQUEST, AND ON NOVEMBER 17 ANNOUNCED IMMEDIATE 
RETAIL PRICE INCREASES INCLUDING 9 PERCENT GASOLINE 
INCREASES AND VARIOUS RISES IN OTHER PRODUCTS. INCREASES 
WERE LESS THAN COMPANIES ASKED, BUT NOT BY MUCH. BY THEN, 
HOWEVER, PACED BY PROSPECT OP ESCALATING CUTS IN SUPPLIES 
AND FURTHER PRODUCER PRICES GOUGES, COMPANY REPS WERE CON- 
VINCED THAT PURTHER PRICE RISES AS WELL AS REDUCED CONSUMP- 
TION WOULD BECOME NECESSARY. INDUSTRY REPS HAVE SUBSE- 
QUENTLY BEEN DISCUSSING GENERAL SITUATION WITH GOK, AND AT 
LATTER'S REQUEST SUGGESTING VARIOUS MEASURES POR DEALING 
WITH SITUATION. WE UNDERSTAND THAT AMONG THESE ARE WEEKEND 
GAS STATION CLOSINGS, BAN ON NON-ESSENTIAL SUNDAY DRIVING 
(WITH APPROPRIATE EXCEPTIONS POR TOURIST INDUSTRY), PUBLICITY 
CAMPAIGN TO AVOID ENERGY WASTAGE, ETC. HOWEVER, GOVERNMENT 
HAS GIVEN NO HINT PUBLICLY ON WHAT IT MIGHT DECIDE. 

5. SUPPLY PINCH MAY COME PIRST IN LUBRICATING OILS AND 
SOLVENTS. COMPANY REQUESTS POR APPROVAL OP PRICE 
INCREASES IN THIS FIELD ARE APPARENTLY FACING LENGTHY 
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BUREAUCRATIC DELAYS IN PRICE CONTROL SECTION OF FINANCE 
MINISTRY. AS TO PORECASTED NEAR FUTURE CRUDE OIL 
RECEIPTS AT MOMBASA, INDIVIDUAL OIL COMPANIES ARE 
UNDERSTOOD TO BE ANTICIPATING DECREASES RANGING FROM 
15 TO 30 PERCENT IN DECEMBER - lANUARY PERIOD COMPARED 
TO PROJECTIONS OF EARLY AUTUMN. 

6. COMMENT: OVERALL, PRESENT AND PROJECTED NEAR PUTURE 
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OIL SUPPLY AND PRICE SITUATION FOR KENYA IS NO WORSE AND 

PROBABLY BETTER THAN IN MANY OTHER PLACES. BUT IT 

SEEMS CLEAR THAT ADDITIONAL MEASURES TO CURB CONSUMPTION 

AND TO INCREASE PRICES EURTHER WILL BE REQUIRED IN WEEKS 

AHEAD. AT PRESENT, THE APPARENT HOPE OE GOK, AS OE SOME 

OTHER AFRICAN STATES, IS THAT SOMEHOW ARAB 

PRODUCING COUNTRIES WILL REWARD THEIR BREAKING OF TIES WITH 

ISRAEL BY SEEING THAT THEIR OIL SUPPLIES ARE UNAFFECTED 
BY THE PRODUCTION CUTBACKS. WE SEE NO SIGN THIS HOPE 
WILL BE REALIZED. 

LINDSTROM 



LIMITED OFFICIAL USE 



NNN 



Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM, SUPPLIES, PETROLEUM PRODUCTION, GASOLINE, REFUELING, FUEL OIL, LUBRICANTS, PRICES, TRAFFIC 
CONTROL 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 28 NOV 1973 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: worrelsw 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1973NAIROB08121 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: n/a 

From: NAIROBI 

Handling Restrictions: n/a 

Image Path: 

ISecure: 1 

Legacy Key: Iink1973/newtext/t19731 18/aaaaafpa.tel 
Line Count: 127 
Locator: TEXT ON-LINE 
Office: ACTION AF 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: 

Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: worrelsw 
Review Comment: n/a 
Review Content Flags: 

Review Date: 09 JAN 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <09-Jan-2002 by shawdg>; APPROVED <06 MAR 2002 by worrelsw> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: IMPACT OF PETROLEUM SHORTAGE IN KENYA 
TAGS: ENRG, KE 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




